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10,000 tons, Replying to this proposal, the Japanese side asked for 6,500 tons 
(325,000 boxes) and 3,500 tons (250,000 boxes) for canned and frozen fish 
respectively, and also proposed that this arranzement should be continued for 
two years. But as soon 35 the Reciprocal Trade Agreement Act was put into 
effect on Junc 12, the American attitude became noticeably uncompromising, and 
at the meeting of the delegates hold on the same day, American rejected the 
Japanese proposal. Since this breakdown of the negotiation, the atmosphere in 
the Unitcd States has become more unfavourable than ever; but Japan is keeping 


up the efforts to appeasc the Americen feeling by restricting the exports. 


Pottcrics. 

‘At a public hcearing held by the Tariff Commission, the American manu- 
facturers of pottcrics demanded that import quotas should be applied, on the 
basis of about one half of the inmorts in 1933 to those items of Japancse 
potterics which were competing with theirs. The Japanese Government pointed 
cub, however, that since Novanber 1933, a voluntary export-contro] had bean 
efrected by the Japan Fedvration of Exporters! Associations of Potteries. 

After 2 serics of ncgotiations, the American Government conceded and handed an 
unofficial memorandum, stating that thoy would not resort to a tariff-increase 
or quota regulations, but would inform the Japenese Government of such steps 
befor chand, should it be found necossary to adopt such in the future, 

Furthering the export-control, the Japan Federation of Exnorters' Associations 
of Potterics in Novembcr 1935 put into force & rogulation for the minimum export 
price of soup-plates for exportation to the United States, and also provided 

for a regulation for export-control of certain specific plates for the use of 


hotels em restaurants in that country. 


Matches, 
pu MDD BANE 

'Cn the cne hand, the Unitcd States Tariff Commission decided pro- 
visionally te inercase the duty on dJapancse mitchos by 20 por cent. and, on the 


other, the American manufacturers intimeted that this proposed tariff action 
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: : 
s with } 
rts within : 


anc also to raise their vrice to such 2 level ss would not unduly 


~V 


inarket price in the United States h annnese manufacturers 


counter-proposed to fix the 3 ),0€ or 3,000,000 gross per 


year, on the basis of Je s exncrts in the yea 933 In the meantime, the 
Ministry of Commerce ard Industry, in view ef the cecidecly unfavourable 
the American manufacturers against Japanese matches, promoted 


the organization of an Exporters! Association of Matches for the United States 
in January 1934, and this organization began to control both the quantity and 

the price of the exnorts from July cnward. Finding, however, that the Associa- 
tion had little power against outsiders the Ministry on August 7, 1934, ordered 
thet every exporter of matches to Americn, irrespective of whether he wes a 
member of the Association or not, should, under the provision of Article 8 of 

the Exporters! Association Law, be bourd after August 10 by the regulation of 
the Association 45 regards the genornl export rule, export quantity, export 
prico, and export agency. Further, os it was considered necessary to arrange for 
an agreement with countries like Sweden ond the U.S.S.R. which are main suppliers 
of matches to the United Stetes, dapen sponsored « Japan-Sweden-U.S.S.R. 
tripartite parley in Now York in November 1934. The three countries agreed on 

2 quantity- and price-control. However, America has not shown any signs of 


r 
loworing the high vrotective tariff on matches,! 


1/ 
~ Teljire Uyeda, The Recent Dovelopment of Jsp2ncse Foreign Trade, Janancse 
Council, 1936, pp. 106-10, 
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u MERI VI N 
The remarkable development j sndustry in recent years, 
sometimes described by casinal observers as phenomen abruptly taking 
of a natural course of development for a long 


in the nast, only its fin staze emerging with a striking suddenness 


red by various factors to be exnounded below. The true and fundamental 


exnlanation cf the development should be sought not so much in the depreciation 


f the yen or low lebow cos 
efforts undertaxen coth by the Government end by the industrialists since 
usso-Japanese War to promote iniustrisi devalcnmment have now borne fruit. 


analyse this statement further, (1) the investments in the past have come to 
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contributed 


lization and 


+) 


recent 


the difference 


1 ver cent. a is le 1; be n. still smaller. 
This tendency is reflected in the chance of Japan froma capits]. importing 
country to a capit exportirg countrr’. his connexion, we must not over- 
leok the fact that the financial panic of }¥¥7 in Japan taught her valuable 
lessens, for since then both the countiy «© “nancial organization and the 
financiel basis of various capitalisti: iterprisss have greatly been improved. 
machinery have also been overcome almust 
machinery wes unusually high compared 
of labour hes induced Japancse industrialis soncentrate their 
n improvements in machinery. loreover, to such an industrially 
backward country as pan, the introduction and improvement of machinery 
ereater conmetitive power against the advanced countries both i 
and overseas markets and therefore an increased industrial activi 
the position in Western countries, it meant ne employment instead of unemploy 
ment. Thus, not only has improvement in machinery been achieved to a greater 


extent than in Western countri ut a ja neasure of sé] uf ficiency in 


chinery has been atteined. Next, the low efficiency of labour in the past 
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hical advantages. 


he situation of Javan 1 producing 


agricultural raw imterisls and purchasing manufac 


and the 


advantageous beth from the point of vi 


mirketing of industrial goods. oreover, y, Japan can 


rely solely on th 
-ansnortaticn. 


al customs. 


industri: 


endowed with 
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in the case of inferior ones within three months. And this pericd has 
been on the decl:- ver sarce the Oino-Jeranese War. 5) Lavanwages peculiar 
to a late-comer. Tkins ” rience of alverced countries, 
Japanese capitalists iv i 33 a) ip between 
capital and labour from becowing too vivid, Thoy hav one farther than those 
in the. "est in undertaking deliberste ond progressive reiurme in the matter of 
industrial organization. They have freely drawn on advanced machinery and 


> : a 


other equipment, and in building factories cther estaviisnments have 
imitated or even improved on the most efficient scesle and arrangements thereto- 
fore existing. 

On account of the snecinl circumstences to be referred to below, the 
rise in wages and other improvements in labour conditions which ought other- 
wise to have accomnanicd industrial development did not occur in Jap2n. In 
consequence, a decline in the price of manufactured goais counled with an in- 
crease in profits of capitalists has accelerated the competitive power of 
Japanese industry. Lastly, the slowing up of industrial development in older 


Western countries has given an opportunity to Japanese industry to attain some 


of its potential develonment. 


To these underlying fsctors have been added more direct causes in 
recent years, namely, first, the world depression which started in 1929; 
second, the budgetary expansion of the Japanege Government and the development 
of Nanchoukuo; and third, the depreciation of the yen. 

The world depression provided a chance for Japrnese economic expansion, 

‘ for Japinese industry possessed a greater adaptability to the decline of the 

vrice level then other countries in tho ‘lest, especially Great Britain, where 
the rigid economic relationships proved an almost fatal obstacle in overcoming 
the depression. Consequently, the competitive power of Japanese industry has 


substantially increased relative to these countries. 
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for Javan 71.4, while 


SF OK ti ve ly 301.3 and 
the decreas 


, 
ALTOPCEA 


true thet the 


much highcr then the American and 


Tan- o - My pe h 
Jv3npsanese annex wiii oe 


In r ny) 


industry had te cneounter in that peri 


bankine failures in November and N 


through the Bank cf danan, but the number of banks which had to close their 


Gold Standard in 


weak banks was 


iks in the country 


authorized capital, 

060 million jen is, sanitel, 3,360 million yen. Reduction of 
capitel has also wicely beon rseaz: the total sum thus reduced in the 

ome period being !,? rijiicn yen (paid-up capital). The average rate of 
dividend of ineéustrizi firnws, 1 mn was as high as 33.2 per cent. in 1918, was 
reduced to 12.7 per cent, in 1921, 8-8 per cent. in 1928, and only 5 per cent. 
in 1931. In the same yes it must be noted, the interest rate on fixed de- 
posits was 4.2 per cent. at the first-class banks and 4.7 per cent. at the 


second-class. 


SMALL-SCALE INDUSTRIES OF JAPAN 
A knowledge of the neculiar chsracteristics of Japanese industry is 
essential for umerstandine the recent industrial development in Japan as well 
the labour condit which a2 2 powerful force in Japan's trade expansion. 
of the more outstanding charactoristics is the prevalence of so many small- 
scale industries which constitut: tr in the number of establishments and 
an one-holf cof all Japanese incustries, Unlike the 
Western countries, these small-scale establishments 
an industry which will grow into a large- 
Rather are they units of industry which, though small in size, 
are fully matured, am not sm1l units of a potentially large-scale industry. 
simll-scale industries are an indigenous growth resulting from the social 
and economic conditions prevailing in Japan. Their unique cnd lasting con- 


tinuance may, therefore, be expected, 
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Accordinz to the definitio adopted by the Ministry of Commerce and 


Industry, generaliy a 'smll-scsle' factory means a factory employing less 


than 1CO workers, ai case of ‘Nemitél and the gas and electricity 


industry, in which is a mcve tuportant factor of preduction than 


labour, it mos a factory emnloving less then 50 and 20 workers respectively. 
‘Chering to this dufanttion ana in secordnnce with the Factory Statistics 
published by the sams Mialstrs. we my inaicate the importance of small-scale 
industries in Japon by tise fol) ‘agures (1932): the number of the small- 
scale factories constztutes $5.7 ver enue, the numoer of workers employed 48,5 
per cent., and the value of the products 41.2 per cent., respectively, of the 
total number of factories, the total number of Workors, and the total amount 

of products of the country. Put we must not forget that these statistics cover 
only factories employing more than 5 labourers. There is no direct information 
regarding the workers employed in those factories which are too small to be 
included in the ststistics. Let us, therefore, deduct the number of factory 
labourers, shown in Table 1, from the number of people engaged in manufacturing 
industries of sone kinds, shown in the Census Report by the Government Bureau 
of Statistics (see Table 2), Then, referring to the 1930 figures, the re- 
mainder, 2,440,000, may be rezarded roughly as the number of workers in these 
ultra-small factories combined with that of small independent industrialists. 
This figure is equivalent to 46.1] per cent. of the rhole industrial population, 
If this number is added to that of the small-scale factory workers as defined 


, 


in the Factory Statistics (870,000), the total number of people engaged in 
sm11 industries in Japan will be fount to be 35,310,000, or approximately 62 
per cent. of the whole industrial population, 

The importance of the sreil-scale jndustries in the export trade of 
the country is even greater. Neduct the value of the products manufactured by 
the large-scale industries and that of agricultural and marine products from 


the total value of Japanese exports as shown in the Foreign Trade Statistics, 


and regerd the rest as the value of the export goods produced by the small-scale 
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hich is pvro- 


duced substantially in ti Largo-se4, C Les is inclu in the category 


industry exports while such important simll-seale industry goods 


sre included in lerge-scale industry 

As to individusl industries, those industries in which the smll- 
serle units predominate sre the food-preparing, timber, and other misce]llanecous 
industrics, Especially in tho first two the numoer of workers employed amounts 
to 86.3 and 91.3 per cent., snd the velue of products constitutes 73.4 and 
€8.9 per cent., respectively, of the total workers ane the totol products in 
the respective industries, In the printing and bockbinding, metal, and cement 
industries the number of small-scale factory workers occupies about 60-70 per 
cent. of the workers engeged in the resvective industrics, but the percentage 
of the value of products in each erase does not exceed 30-40 per cent, 

Among the factors which have ceusced or contributed to the grovith of 
the si@llesesle industries in Japan end to which their unique and lasting 
developinent my also be ascribed 

ndvantay hi they possess over the large- 
arising n ch factors as technique of production, special 
channels for sccuring raw mterinls, and methods marketing the manufactured 
goods. The extent to which the mrket for goods is linited tc Japan contributes 
in no smi1l measure te the existence of these simll-scerle industries, 

2. Changes in the typo of motive power employed. In the 
stcam-power, the large-scale industry wis adventageous becsuse the minimum sizo 
of the plart necessary to supply the requisite motive vowcr was comparatively 
large. The necessity of establishments of such immense Size was dispensed with 
when electric power came into use. Electric power can be easily transmitted to 
s@1l unit factories, and hence, the small-scale indus try can hold its own 
aseinst the large one in this respect. This is particulerly true in Japan, 


where the use of electric powcr is so extensively diffused, 
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\. The acvantaczes coming from the vas t source of cheap labour, 
This is probably the mein raison d'etre of so many § all-scale factories and 


TOY 


aeserves somewhat more extended consideration. 


ale industry competing with 


=a 
co 
e 
— 
! 
i] 
r 


From the point of view o! 


the large one this advantage as regards lsbour consists not only of the abso- 
lute low level of wages and other costs of labour, but also of the sreater ease 
with which both the number of emplovees and labour conditions can be adjusted 
to changes in demand. 

In the last analysis the fundament?l] cause of we small-scale 
industry in Japan is the state of cver-population which results in an over- 
abundant supply of labour. There are SO ijany people that, no matter how 


m 


far from ideal the working conditions may be, there are at all times many 


ww 


pecple eager for work in order that they may earn the minimum sustenance 
necessary for life. The income from one's main calling is so meagre that 
additional income must be derived from some source, and that source is in many 
cases supplied by the small-scale factories. Typicel of this situation is the 
necessity on the pert of farmers to undertake some kind of subsidiary work 
curing the non-ferminge seasons or that of the families of small-factory workers 
or low-salaried city employees to scek jobs for supplementing the income of 
the main earner of the femily. In other wor’s, even where the head of the 


housenold is employed, his earning 2lone cannot mect the minimum family budget. 


> 


Noing piece-work for these sre ll-se2le factories is peculiarly adapted to meet 
the comition of these people. Lsbour in such circumstances cannot stop to 
consider whether the working conditions are gcod or bad. Hence the snall 
foetories are able to employ these people st very low wage levels. 

In so far as labour conditions are concerned, therefore, the Japanese 
small-scale industry meons the particular type of industry in which labour con- 
ditions are bound to be poor, for it is the cheapness of labour thot enables 
the small-scale indastry to compete with nachine-employing large-scale industry. 


f view of the present population problem in Japan, these 


°o 


From the point 
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i — C J + ; > » - is 4 nay 
the over-abuncant sunnly of labcur. 
An inevitebice result P- suc revoler P ll-scsleé industry is 
th onistant pressure brought t« r unon lobour conditions, Under normal 
circumstances, better machincrr tld mesn hi r vroductivit * Tsbeur and 
hiehcr stendord of livin-, but under th vir] circumstances obtaining in 
Jaren, 44 rather me: is, ti retierllhl l ar stil] Vors l bour condition: , 
Sinnly becnuse ctherwise the sall-se j trv could not succsesfully comnct 
ith the lar one. And yet th urvivel of tt mallescale industry is, ir 
mse, n Sssity to Japan. hus, @n incressed cometiti power of Larze- 
scale industry would mean a derr tion of labow conditions in ths sinc]l-senl 
industry and consequently = nerol deerrdation cf lobour conditions throurhout 
the country. 
SS OF JAPANESE LAEOU 
It is true thnt libour str in Jopan are considerably lower than 


ness, however, is not alwavs fully comrehendaca by } Ce 
} 
1S Comparisons de not se renisonadle to th risntal. We must not forcet 
«+ | vatn) + Ta ay ta hep r - 5 ; 3 7 
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SOR if TON A I TI 
Improvement cf the conditions of 4 ir throuch either lezisletion 
or labour movemerts io ineffective et the present time. The peculiar composi— 


tion of the Japane: Li Pad Labearinze clses mas ; be nm inte considera- 


tion. Over 50 per cent. of the total oumber of fictury or ratives is composed 
of femle workers, a majority of them being young cirls iho work at factories 
for only two or three years previous to their marriage, It would hardly be 

possible tc induce such perscns to join iebour unions. 

Thore are other factors tending to discouresze labour movements in 
Japan, namely the fact thet any organization encompassing the small-scale units 
is out of the question. On the other hand, the pecuiiar circumstances which 
exist in Japan tend to mke the workers in tho large-scale establishuents side 
with the capitalists. Because of the extremely low level in the conditicns of 
labour in the smll-sesle industries, the conditions in the large-scale estab- 
lishments avpear comparatively attractive even toough they nay not be ideal in 
the absolute sense. Thus the cenditicns in the largse-secle industries with 
respect to wages, sccuritv *f continued employment, working hours, and facili- 

\ ties in gcneral avopear superior to thes. in the small. establishments. Rather 
than join = labour unicn to cpnose th ctpitslist, the worker prefers to seck 
the security of living within the shcltcrine fold cf paternoliom of his em- 
ployer. Theo capitalist, on his part, profiting from th ditficultics of 
capitalists in other ccuntrics, trics to stimulate this 2ttitude among the 
workers by increasing facilitics for welfare and recreation in addition to th 
noncy wagcs paid out. Thus such things :s co-operative consumers! socictics, 
omployment rclicf, and various cther allowances in kind arc common in the larsce 
scale industrics. 

In better cstablishments, such as the Kenevafuchi Cotton Mills, it is 
said thot, because of thcse additionel rllowances, for onc yor ouid out in 
money wagcs the workcr actually enjoys the bene fits of tro yon in cash, wero 


he to pay for the verious services and fecilitics which his omployor provides 


for him. 
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; wih te +2 Aolatcd th- minimum sclling 
worc cahllcd cerxinst the ctorics whict d th- minin Llis 
ceial vosition betwecn employer ane employes in the small- 
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‘ ‘ : bea smant P fr, } emplovers t 
se-lce induetrics is not morkcd by 1 great g ic ; employer 


i111 continue te work slon: 


the necuniery tic | ycon gnoleycor 
there arc additicnsl s, 2nd in fact 
patcrnal tic of the femily system om 
ruled, mactcr and apprcenti 
t mere myths 
certainly not conducive in cxcitin; 
these additionn] ralationships oftcn caus 1 cmplo; 
‘ors to work for rcduccd pay er to work longcr for the samc fF when their 
faced with financisnl difficultics. 
libour movement in Japan is nct to promote th 


welfare of just onc type worker, bu hat of 211 workers in corzer: 


Japancse industry did ne velop by stages as j he Baropean countrizs. In 
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Depreciaticn of the nnd been anticipated. But hardly anybody in 
Japan had predicted such 4 sl] 2s actuslly took place. With the serious 
development of the Manchurian Incident, the outbreak of the Shanghai Incident, 
and the threatening relations with the League of Nations, together with the in- 
crease in government borrowings, Japan was thrown into a political and financial 
crisis of unprecedented magnitude. The fear was that the yen might collapse 


irretrievably. ‘Far from soliciting the fall, the Government went to great 


lengths to stop it. This is clearly indicated by the large amount of gold ex- 


ported in the pericd of one and three-quarte: yorrs immediately following the 
departure of Great Britain from the gold standard, As the resu’t of the gold 
rain, by the end of July 1933 the gold reserve cf the Bank of Japan had de- 
creased from 800 to 425 million yen. But, inasmuch eas the political outlook 
became more serious than ever, the value of the yen was further forced dowm to 
the point of barely $20 per hundred yen, Finally, on May 1, 1928, the Japanese 
Novernment put the Foreign Exchange Control Act into operation. Since then the 
yen has been stabilized aroun one shilling and twopence. 

The present value of the yen in international markets does not seem 
to be unduly low or unwarranted. The extent to which the yen depreciated was 
undoubtedly greater than any other currency if calculated on the basis of the 
respective values prevailing in 1930. But inasmuch as the 1930 standard or 
level was an artificial one kept at an unduly high point, the level at that 
time does not seem to be a proper basis for comparison. If we calculate the 
present value of the yen, in terms of the pound sterling and the dollar, with 
che purchasing-power paritics which prevailed in the pre-war days, we shall 
“nd it somewhere in the neighbourhood of 14.32 pence and 28.76 cents, 
respectively, which is not far off from the current exchange rates of 14,00 
mence and 29,01 cents, respectively. 

A more accurate summary of the depreciation of the yen would be to 
say that the value of the yen, which had been kept at an unduly artifical and 
unduly high level during the period 1920 to 1930, has at lest found its normal 


level of stabilization. It is morely because this stabilizstion was effected 
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In terms of output, J se industry his expanded from 
to 180.0 in 1934. If the f: in prices is taken into calculation, it actually 
amounted to 269.0 in 1934. 


But apart from the total outrut point of view, th are othe 


_ 


characteristics which mark the present develinment as the shift in emphasis 
placed on the vsrious kinds of imiustrics. ’ t toxtile industry which 


Ww years 


hae led the way to industriel development ir Jonun. Within the past few 


however, the centre of activity has been shifted tc the heavy industries 
(metallurgical, machine-making, 2nd chemistry) [ri terms of output these so- 
called heavy industries now constituce 44 per cent. of the total industrial 
cutput, whereas it was enly 25 per cent. in 1921. The outout of the cotton 
industry in the same period hos fallon from a position where it once repre- 
sented 44 per cant. of the total output of Japanese industry to 32 per cent. 
In terms of ratio to the total industrial output, therefore, the cotton 
industry has taken a downward trend To a certain extent Japan is making her 
appearance as a heavy industry country, ond this nust largely account for her 
scrap-iron 2nd cther metal. 
Ancther characteristic in the present development of industry in 


Japan is the advance from the stage of lew-grade manufactures to that of higher 


and more complicated manufactures. The export of finished goods now occupies 


60 per cent. of the total amount cf cxports. 

The last charactcristic is that industry is now producing with 
foreign markets in view. It is becoming mere dependent then ever for its raw 
materials and for ssle cf its manufactured prcducts on cversess markets. This 
is especially true in the ease cf the textile incustry, which exports more than 


55 to 80 per cent. of its at orcien ccuntrics. 
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